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ACANADIAN T TRANSPORTATION COMPANY SERVING 
| THE NORTH AMERICAN CONTINENT 


TransFore, a leading playa! in the freight trans- 


truckload (F ), siete! transport and paciel and warehousing services. 
nsForce isin a position to offer its clientele transportation solutions in perfect 
sync with their evolving business processes as a result of the specialization of each 
of i 
in their individual a areas s of f expertise 


ts subsidiaries and the unequalled a how of the Company’s employees 


AN NTERPRISE WHERE OPERATIONAL EFFICIENCY AND INNOVATION ARE ITS STRENGTHS 


: : TransForce has established its reputation for operational efficiency regardless of 
: client, type of merchandise carried or the distance covered. 


ris aucrese ie based on: 
: being prosctie by listening to clients and their expectations; 


> on -going employee training designed to improve their abilities to meet 
: the specifi ic lee of customers; 


, the aciuisitio; and maintenance of a fleet of trucks and trailers that are 
in the forefront of market demands as well as existing security norms; 


the judicious use of up-to-date information technologies for optimal 
management of both assets and human resources. 


$450 million in revenue, an increase of 62% 
» More than 20% increase in return on equity in each of the last three years 
Exponential growth in logistical and warehousing services (154%) 


Strengthening of positioning in the transborder market 
(40% of consolidated revenues) 


Better balanced revenue mix by business segment 


__ ITX prize of excellence awarded to TST Expedited Services, a subsidiary specializing 
in rush deliveries, for its high-level quality of technological solutions 


REVENUES 


REVENUES BY BUSINESS SEGMENT 


2001 2000 


RETURN ON EQUITY 


REVENUES BY GEOGRAPHIC SECTOR 


2001 : 2000 
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«DAY AFTER DAY, TO ITS BROAD-BASED CLIENTELE. 


highly qualified employe 


AT A TIME WHEN ORGANIZATIONAL EFFICIENCY, 
CREATIVITY AND THE ABILITY TO LEVERAGE TECHNOLOGY are key to gaining 


a competitive edge, a company’s employees are a precious resource. 


The employees at TransForce, who have proven to be competent, responsible and always attuned to their 


customers’ needs, play a key role in the lasting business relationships the Company maintains with its 
clientele. 


This past year the Company, working with the unions, renewed two major collective agreements affecting 
some 600 Cabano Kingsway Transport employees in Quebec and 4oo TST Overland Express employees in 
Ontario. In effect until 2005, these new labour contracts are added to those already signed during the 
previous year with 400 employees of Transport Cabano Kingsway of Ontario. Thus, the majority of unionized 
employees will benefit during this period from new working conditions. 


Within the context of its contract renewals, the Company has introduced an avant-garde policy of 
remuneration. On one hand, it is designed to pay employees for the true worth of their work, which is one 

~ of the best performing policies in the industry. On the other hand, it has eliminated clauses that made it 
difficult to recruit competent young workers from outside the Company. The same spirit applies to the 
remuneration policy for non-unionized employees. 


nce, TransForce lev s the pro jonalism of i 


irations and skills allow the Company to innovate, 


es, whose asp 


grow and adapt in a very competitive business environment. 


3 


The Company can boast that it benefits from unparalleled stability among its personnel, with a very low 
turnover rate. o 


In conjunction with the introduction of new technologies, such as the increased, advanced use of on-board 
computers, TransForce extended its employee training program in 2000-01 to maximize the use of these 
technological tools. 


These initiatives will ensure on-going quality services to the Company’s clientele during the coming years 
while enabling TransForce to better control its labour costs over the next four years. 


No other Canadian trucking company can boast about having a management team totally dedicated to each 
of their spheres of activity. By delegating the operations of each sector to real specialists, TransForce has 
created a distinct competitive advantage, which effectively maximizes the value of its customer services. 
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THE COMPANY'S STRATEGIC GEOGRAPHIC VISIBILITY CREATES ADDED VALUE FOR ITS 


» WHICH ARE INCREASINGLY SEEKING VERSATILE CAR gIERS WITH THE”... 


---REQUISITE SIZE AND REGIONAL FACILITIES TO MEET THEIR NEEDS. 


MAINLY AS A RESULT OF ACQUISITIONS MADE IN 
THE FOURTH QUARTER of fiscal 1999-00, TransForce’s revenue mix changed geographically toa 
certain extent in the past year. The burgeoning transborder transport segment accounted for ee of the 
Company's consolidated revenues in 2000-01. 


In the less than (ruekload (L.T.L.) sector, TransForce, through its subsidiaries, TST Overland Express, 
a member of the U.S. Expresslink network, and Cabano Kingsway Transport can Service all markets in the 
United States and Canada for the greatest benefit to its less-than-truckload clientele. 


The numerous acquisitions made in the past few years have enabled TransForce to increase its service 
coverage for full truckloads and thereby extend its know-how to the domestic Canadian and transborder 
markets. 


AEE ON DEE AAA IC SEBS 


lucrative and exciting business opportunities for TransForce, especially i in transborder and 
specialized transport as well as logistical and warehousing services. 


Bolstered by sustained trade growth between Canada and the U.S., the Company’s monetary value 
and percentage of business volume attributable to freight transport in the north-south corridor, 
— a Strategic factor — should continue to enjoy sustained growth in the coming years. 
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/TRUCKLOAD @.Lé) 


Entreprises de Transport’).C.G. 


Papineau International 


“TSPTruckload Express 


172584 ae 


>> Revenues: $97.8 million 
»> Employees: 390 


BSS-PAN-TRUCKLOAD (L.T.L.) 
of TST Overland Express 2 


5 Transport Cabano Kingsway 


~ Kingsway Transport of América 


>>> Revenues: $223.5 million 
»> Employees: 2,000 


SS 


SPECIALIZED TRANSPORT 


Flatbed transport 
Transport R. Mondor 
Mondor International 
Transless 


Rush delivery 
TST Expedited Services 


Bulk transport by tanker and/or dumper 
Transport Lebon oe 
Cabano Kingsway Transport 
Raynald April 


Transport for air freight 
Transport McGill 


Transport and handling of explosives 
Transport Nordique 


>> Revenues: $98.0 million 
>>> Employees: 540 


| LOGISTICAL AND D WAREHOUSING 
SERVICES © 


TST Automotive ae 


Location Mirabel — 


TST Load Brokerage Services — 


C/K Logistics 


»»> Revenues: $30.7 million 
»» Employees: 240 


Uniting some twenty subsidiaries with complementary business 


___ philosophies operating in less-than-truckload, truckload and specialized transport, as 


well as logistical and warehousing services, TransForce offers its customers LENG 
solutions in step with their changing business processes. 
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Continuing to create value 


This past year, TransForce substantially advanced the implementation of its corporate strategy developed in 
1996 to profitably increase its business volume, entrench its strategic positioning in North American 


markets, achieve a more balanced revenue mix by business segment and extensive use of new technologies. 


For the fourth consecutive year, our Company greatly outpaced the competition by posting a 62% increase 

in revenues to $450 million, an average annual growth of 47.0% between 1998 and 2001. Some of the 

factors underlying this solid increase were the addition of several companies during the past two years, 

sustained organic growth in all areas, especially in logistical and warehousing services and the vitality of 

transborder transport. An important fact to note is that the return on equity was more than 20% during each 
> of the past three years. 


Entrenching our strategic positioning 

A key player in Eastern Canada directly serving more urban centres than any other Canadian transport 
~ company, TransForce captured substantial market share in 2000-01 in all its business segments. Following 
the addition of TST Solutions Inc., two of its divisions, TST Overland Express and TST Automotive 
respectively further strengthened our position in the less than truckload (L.T.L.) and logistical and 
warehousing service sectors. This enabled us as well to benefit from the increase in Canada-U.S. trade 
despite the economic slowdown south of the border. These developments provided the opportunity to not 
only maximize our reach by serving a larger clientele, but also enhanced our financial flexibility by further 
balancing our revenue mix by business segment. 


Managing growth wisely 

Despite a rise in the price of fuel and an increase in our labour costs, we have succeeded in containing in 
large measure an increase in our operating costs while improving the quality of our customer service, thanks 
to the development of a more efficient organization. To reach that objective, we have invested $6 million in 
the construction and reorganization of our facilities as well as $1 million in the development of leading edge 
technological solutions. In addition, we have optimized the use of our resources by opting, wherever 
possible, for common infrastructures. We have ceased our commercial activities in those markets where it 
was not possible for us to reach our stringent profitability objectives. We have also cleared the way for 


additional synergies with our new subsidiaries through the harmonization of our services across our entire 
network. Finally, we have improved our employee training programs with the aim of broadening their 


computer knowledge and enhancing their productivity. 


This strategy has translated into growth in our profitability. Our consolidated net earnings rose to 
$12.4 million, an increase of $1.9 million compared to the previous year. We generated $50.6 million 
in cash flow from operating activities, which permitted us to reimburse $45.9 million of long-term debt 
and bank advances. 


Outlook 

Proud of the strides we made this past year, we are nonetheless keenly aware of the challenges facing the 
transport industry. We are also equally sensitive to the fact that the North American economy has been 
undergoing a slowdown since the start of 2001. We will remain focused in 2001-02 on our core mission as a 
Canadian carrier, offering a full range of its services across North America through alliances and partnerships 
in the United States. We will sharpen the ties between our companies and we will invest in optimizing our 
terminals as well as in continuously upgrading our information technologies. We will accelerate our 
employee training programs and we will invest in our facilities with the objective of maintaining our 


competitive advantages. 


tpaced the competition by posting 


Gur Company greatly ot 
a 62% increase in revenues to $450 million. 


We will be on the lookout for business opportunities conducive to the growth of our profitability as well as 
our influence in the Canadian domestic and transborder markets. In other words, we will stay the course that 


has until now generated value for our shareholders. 
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FINANCIAL OVERVIEW 2001 


. - (in thousands of dollars) 2001 2000 


Revenues (450,013 278,162 


_ Earnings before interest on long-term debt, taxes 
io depreciation and amortization (EBITDA) 65,944 42,348 


| - Earnings before income tax 20,930 14,832 
: Net income (loss) — SS 12,376 10,531 
“Cash flow generated from operations 39,407 29,795 


fin thousands of dollars) 
see 307,835 306,032 
: ng-term debt (including the current portion | 
of long-term debt and convertible debentures) 166,841 ___ 181,246 


60,023 46,528 


Working capital ratio 


PAIRS Skee ceeds 


(in dollars) . - 


Basic earnings per share 
_ Before amortization of goodwill 
i After amortization of goodwill 
_ Fully diluted earnings per share 
Before amortization of goodwill 
After amortization of goodwill 
. EBITDA per share 
oS Cash flow generated per share 
, ‘Book value per share 


Number of outstanding common shares 

at the end of fiscal year 37,930,335 31,345,156 
Average number of common | 
shares outstanding 37,251,732 31,311,083 


1998 


141,970 


13,136 
2,254 
2,029 


139,588 


79;559 


1997 


116,575 


5,712 
(3,331) 
(3,309) 


3170 


33,946 


0.83 
0.64 
0.99 


31,303,906 31,262,656 


31,284,396 21,911,244 


13,416,742 


13,416,742 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF OPERATING 
RESULTS AND FINANCIAL POSITION 


The loan analysis, which pertains to the operating activities of T TransForce Inc. and to the changes i in 


_ its financial position in 2000- 01, should be read in conjunction with the audited consolidated financial 
- Statements and their notes on pages 18 to 28 of this annual report. 


Fiscal 2000- 01, which ended April 28, 2001, covers a 52- "week period, compared with 53 weeks in fiscal 
1999-00 ended April 29: 2000. 


- Operating revenues. 


TransForce’s revenues for the year-ended Apri 28, 2001 amounted to $450.0 million, an increase of 
$171.8 million or 61.8% over the $278.2 million recorded in fiscal 1999-00. This increase is due in large part 
to the inclusion of a full year’s operations of TST Solutions Inc. compared to only two months in 1999-00, 


as well as to the organic growth recorded by allits business segments as a result of booming transborder 


transport and increased ‘shipment volume. Several subsidiaries acquired i in 1999-00 also contributed to 
these results i in varying proportions depending on their acquisition date. 


Reveriues by business segment 


~ Bolstered by acquisitions and organic growth, all business cecments recorded an increase in revenues; 


however, specialized transport and logistical and warehousing services posted the strongest increases. 
As well, better revenue allocation served to eran the Company’s financial flexibility. 


Less than truckload 

Revenues for the less- than- truckload segment rose 60. 3% over the same period a year earlier to reach 
$223.5 million. This increase is due primarily to the inclusion of a full year’s operations of TST Overland 
Express Inc., a division of TST Solutions, compared to only two months in 1999-00. 
Truckload. . | : 

Truckload revenues totalled $97. 8 million i in 2000-01, an increase of 20.8% over the previous year, primarily 
due to the inclusion of a full year’s operations of TST Truckload Express, a division of TST Solutions, 
compared to two months in 1999- 00. 
Specialized transport ne 

Revenues in this segment jumped 114.3% to $98.0 million following the inclusion of a full year’s operations 
of TST Expedited Services a company operating in rush delivery and of Entreprises R. R. Mondor, a specialist 
in flatbed transport across the U.S. and Canada. 


Logistical and warehousing services 


This segment recorded a revenue increase of 153.6% or $18.6 million to $30.7 million in 2000-01. 
This spectacular jump, explained by organic growth, is owed to the four subsidiaries that make up this 
business segment. TST Automotive Services operated at full speed this past year and the Company expects 
to invest even more in this sector. 

With its four subsidiaries operating in the logistical and warehousing services, TransForce is especially well 
positioned to seize opportunities generated by the demand for outsourced transport services. Thus, sales 


from this sector should fuel the Company’s growth in the next few years. 
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Operating expenses and rolling stock leasing expenses 

Operating expenses increased $140.1 million or 62.3%, to $ 365.0 million as a result of growth in revenue. 
This increase is due to three principal factors: the cost of equipment use, labour costs and the price of fuel. 
The cost of equipment use recorded the highest increase. These were partially compensated for through 
the use of technologies designed to maximize the fleet’s efficiency. The increase in the hourly rate for 
unionized employees was offset in large measure through productivity improvements. Finally, a significant 


part of the increase in fuel costs was recovered through surcharges on fuel. 


Rolling stock leasing expenses increased $8.1 million to $19.1 million primarily as a result of the acquisition 


of TST Solutions in March 2000, most of whose rolling stock is under operating leases. 


Earnings before interest on long-term debt, taxes, depreciation and amortization (EBITDA) 

Earnings before interest on long-term debt, taxes, depreciation and amortization (EBITDA) showed solid 
growth, climbing 55.8% to $65.9 million, against $42.3 million a year earlier. This increase, slightly less 
than the increase in revenues, is the result of tight control over operating expenses, indicated above, and 


the efficient use of resources. 


Financial expenses 

Financial expenses doubled from $7.2 million in 1999-00 to $14.6 million in 2000-01. This increase is the 
result of an $80 million increase in the Company’s long-term debt in light of the financing of the acquisition 
of TST Solutions. On the other hand, the Company has fully repaid bank advances, which explains the 


decrease in bank charges from $1.1 million to $0.3 million during the last fiscal year. 


Income before income taxes and amortization of goodwill 
Income before income taxes and amortization of goodwill increased 53.1% to $24.8 million, against 


$16.2 million in 1999-00. 


Net earnings 

TransForce reported consolidated net earnings of $12.4 million for fiscal 2000-01, a $1.9 million increase 
over the $10.5 million reported a year earlier. The growth in net earnings was not equal to that of sales 
because of a higher income tax burden. In fact, contrary to the previous year, the Company did not benefit 
again in 2000-01 from tax losses carried forward from previous years. However, the Company did benefit 
from the decrease in the corporation tax rate announced in the recent federal and provincial budgets. The 


income tax saving in this regard was $2.4 million. 


Net earnings per share 

Net earnings per share were $0.33 compared to $0.34 in 1999-00. On a fully diluted basis, this figure stood 
at $0.31 against $0.28 a year earlier. During fiscal 2000-01, the Company proceeded with the conversion of 
three million Class A preferred shares into common shares and the issue of 3.6 million common shares as 
consideration for an equivalent number of stock purchase warrants. This effectively increased the number 


of common shares outstanding from 31.3 million in June 2000 to 37.9 million as at April 28, 2001. 


Cash flow 

Cash flow reached $39.4 million in 2000-01. TransForce’s healthy cash flow, combined with $11.2 million in 
non-cash working capital, generated cash resources of $0.8 million as at April 28, 2001 and as a result, 
enabled the Company to eliminate its short-term debt. 


Capital expenditures and corporate acquisitions ) 

Capital expenditures, net of disposals, decreased slightly to $18.3 million, in comparison with 
$22.7 million a year earlier. Thanks to the Company’s state-of-the-art fleet, the Company spent some 
$10 million to maintain its rolling stock, against $17.2 million in 1999-00. This variance results from 
the Company taking advantage of operating lease contracts instead of purchases during 
the last year. Approximately $6 million was invested in our properties during the past year. 
Over $1 million was spent on new information technology, namely, the installation of onboard computers 
in less-than-truckload tractors and to develop new online services. Lastly, $1.2 million was invested 
to acquire Entreprises R. R. Mondor in July 2000. 


EBITDA Financial position 


(in millions of dollars) The Company’s financial position improved substantially in 2000-01 primarily due to the repayment of long- 


term debt and bank advances totalling $45.9 million. Long-term debt (including convertible debentures) 
decreased by $14.4 million to $166.9 million. 


Four-year CAGR: 84.4% 


As in the previous year, the working capital ratio increased, reaching 0.84:1, compared to 0.80:1 a year 
earlier. The eight-percentage-improvement in this ratio over 1998-99 is largely the result of the decrease 
in bank advances and the $0.8 million increase in cash. 


As at April 28, 2001, the Company’s total assets stood at $307.8 million, in comparison with $306.0 million 
a year earlier. Shareholders’ equity amounted to $60.0 million, an increase of 29.0% or $13.5 million over 
the year earlier period. This increase stems, among other things, from the Company’s net earnings and from 
the $2.5 million increase in share equity resulting from the issue of 3.6 million common shares and 
consideration for an equivalent number of stock purchase warrants. 


Risks and uncertainties 


The information contained in this annual report dealing with forward-looking statements and the 


Company’s outlook for growth, are by definition, expressions of risks and uncertainties. As a result, the 


future results of the Company could vary appreciably from those indicated or implied in these statements. 


Future returns of Transforce depend on a number of factors, including market cycles, currency fluctuation, 
interest rates, credit and the cost of fuel. 


NET EARNINGS 


(in millions of dollars) Demand for freight transport is closely linked to the state of the overall economy. Consequently, a decline 


in general economic growth may adversely impact the Company’s performance. 


In 2000-01, net cash flow stood at US $50 million. A one cent fluctuation in the value of the U.S. dollar 
compared to the Canadian dollar has a $500,000 impact on the Company’s earnings before income taxes. 
Management has acted to limit this risk through the use of term contracts and foreign exchange collars. 


The Company is subject to fluctuations in interest rates. In order to reduce the effect of interest rate 
changes, the Company has adopted a policy of maintaining a certain percentage of its debt in fixed-rate 
instruments and others at a variable rate, within certain parameters. As at April 28, 2001, the Company 
had a variable rate loan of $67.7 million. A change of 1% in interest rates has a $677,000 impact 
on the Company’s earnings before taxes. Nonetheless, the Company does not anticipate an interest rate 
increase in the short-term that might have a negative effect on its operating results, its financial position 


nor its cash flow. 


The credit risk of our commercial debtors is low, with a large number of customers spread over numerous 


geographic areas. As at April 28, 2001, no client accounted for more than 10% of consolidated sales. 


TransForce is also at risk to the variation in the price of fuel. As at April 28, 2001, no term contracts were 
in effect for this purpose as the Company is able to recover the majority of added fuel costs through 


CASH FLOW 
(in millions of dollars) a surcharge to its customers. 
Four-year CAGR: 87.3% Change in accounting policies 


Income taxes 
As of April 30, 2000, the Company has modified its method of accounting for income tax as more fully 


discussed in note 2 to the financial statements on page 22 of the annual report. 


Earnings per share 
The Company has adopted, as of the first quarter of fiscal 2001-02, the new accounting recommendations 


as published by the Canadian Institute of Chartered Accountants on the method of calculating and the 
requirements for the presentation and information to be provided regarding earnings per share. As such, 
the four quarters of the fiscal year ended April 28, 2001 will be restated. Following the adoption of these 
recommendations, the diluted calculation will be increased by $0.01 per share. As a result, under the new 
standards earnings per share on a diluted basis for fiscal year ended April 28, 2001 would be $0.32. 
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PRINCIPAL QUARTERLY FINANCIAL DATA (UNAUDITED) 
(in thousands of dollars, except amounts per share) 


Fiscal year ended April 28, 2001 Qi Q2 Q3 Q4 
Restated? $ $ 5 5 | 
Revenue 109,108 110,997 107,740 122,168 | 
Net earnings 3,123 2,750 5,115 1,388 | 
Earnings per share 
Outstanding 0.09 0.07 0.13 0.04 | 
Diluted 0.08 0.07 0.12 0.04 
Fiscal year ended April 29, 2000 Qi Q2 Q3 Q4 | 
$ $ $ $ 
Revenue 50,904 56,320 57,916 113,022 | 
Net earnings 2,685 3,272 2,380 2,194 | 
Earnings per share 
Outstanding 0.09 0.10 0.08 0.07 
Diluted 0.07 0,09 0.06 0.06 | 


1 The four quarters of the fiscal year ended April 28, 2001 have been restated to take into account the modified method of accounting for income 
taxes. This follows the adoption by the Company of recommendations contained in Section 3465 of the Handbook published by the Canadian 
institute of Chartered Accountants entitled "Income taxes’. 


Outlook 

In 2001-02, TransForce plans to actively follow its strategic development plan in key business niches where 
it already operates on the North-South truck routes. Particular emphasis will be given to the outsourcing 
market and logistical and warehousing services that flow from it. The opportunity for growth in the 
framework of current circumstances appears limited. Unless there is a sudden improvement in the North 
American economy, management, at the present time, does not anticipate more than a slight growth in its 
total sales in logistical and warehousing services. In all the other sectors, it will make every effort to contain 
the effect on revenues of the economic slowdown. 


To achieve its business objectives, TransForce will continue to demonstrate its insight in the understanding 
of what is at stake in freight transport in the Canadian and transborder markets. The priority for 2001-02 
will be the improvement and the specialization of its human resources as well as the judicious use of 
leading edge technological tools. In the short-term, we will thereby increase our operational efficiency and 
in the longer-term, TransForce will improve its profitability by creating synergies across its business units. 


The savings thus generated, during the coming years, will enhance the Company’s performance and 
facilitate the reduction of its debt level. 


The consolidated financial statements of TransForce Inc. and all 
information in this annual report are the responsibility of 
management and have been approved by the Board of Directors. 


The financial statements have been prepared by management in 
conformity with generally accepted accounting principles in Canada. 
They include some amounts that are based on management’s best 
estimates and judgement. Financial information included elsewhere 
in the annual report is consistent with that in the financial 
statements. 


The management of TransForce Inc. has developed and maintains 
an internal accounting system and administrative controls in order 
to provide reasonable assurance that the financial transactions are 


properly recorded and carried out with the necessary approval, and 


that the consolidated financial statements are properly prepared 
and the assets properly safeguarded. 


The Board of Directors carries out its responsibility for the financial 


statements in this annual report principally through its Audit . 


Committee. The Audit Committee reyiews the Corporation’s annual 


consolidated financial statements and recommends their approval | 


by the Board of Directors. 


These financial statements have been audited by the external 
auditors, Ernst & Young llp, Chartered Accountants, whose report 
follows. 


Alain Bédard, CA, CMA 

Chairman of the Board, 

President and Chief Executive Officer 
July 5, 2001 


To the Shareholders of TransForce inc. 


We have audited the consolidated balance sheets of TransForce inc. 
as at April 28, 2001 and April 29, 2000 and the consolidated 
statements of income, retained earnings and cash flows for the 
years then ended. These financial statements are the responsibility 
of the Company’s management. Our responsibility is to express an. 
opinion on these financial statements based on our audit. 


We conducted our audit in accordance with Canadian generally. 
accepted auditing standards. Those standards require that we plan 
and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the . 
amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall 
financial statement presentation. : 


In our opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the Company 
as at April 28, 2001 and at April 29, 2000 and the results of its 
operations and its cash flows for the years then ended in 
accordance with Canadian generally accepted accounting 
principles. 


Beck : OF LLP 


Chartered Accountants 


Montréal, Canada 
July 5, 2001 
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13,639 
59,781 

981 
27,676 


102,077, 


115,565 


3,857 
38,005 


33,928 
10,605 


1,995 
46,528 


306,032 


TransForce Inc, / 


| CONSOLIDATED STAT MENTS 
Year ended April 28, 20 


Revenues 


Operating expenses se 
Rolling stock rental expenses 


Income before income 


Income taxes [note 10] . 
Current 
Future — 


ee to coe { taxes [n 


Retained earnings, end of year SS 


Basic earnings per share 
Before amortization of sean 
After amortization of goodwill . 
Fully diluted earnings per share _ 
Before amortization of goodwill 
After amortization of goodwill 
Average number of common shares outstandi 
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See accompanying notes 
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(105,785 ) 


11,543 
75,793 
(49,764) 
40,000 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The preparation of financial statements in conformity with accounting principles generally accepted in Canada requires management to make 
estimates and assumptions that affect the amounts disclosed in the financial statements and the accompanying notes. Actual results could differ 
from those estimates. In management’s opinion, the financial statements have been properly prepared using careful judgment within reasonable 
limits of materiality and within the framework of the accounting policies summarized below. 


Principles of consolidation 
These consolidated financial statements include the accounts of the Company and its subsidiaries, which are wholly-owned. 


Fixed assets and capital leases 
Fixed assets are accounted for at cost and depreciated over their estimated useful lives, considering their residual value, according to the following 
methods and annual rates: 


Methods Rates 
Buildings Diminishing balance 5% 
Rolling stock Diminishing balance and straight-line 10% to 30% 
Furniture, machinery and hardware/software Diminishing balance and straight-line 20% to 33 1/3% 
Leasehold improvements Straight-line term of lease 


_ Capital leases transferring substantially all the risks and rewards of ownership relating to property leased to the Company are capitalized by 
recording as assets and liabilities the present value of payments provided for under these leases. Leased property capitalized under this policy 
is amortized over its estimated useful life. A portion of lease payments is accounted for as a reduction of the related liability, with the remainder 
accounted for as interest. 


Goodwill 

Goodwill is amortized using the straight-line method over a 20-year period. The unamortized goodwill is regularly evaluated by management by 
reviewing the net recoverable amounts of the related acquired businesses. The net recoverable amounts represent the estimated future operating 
income of the acquired businesses on a non-discounted basis. Any permanent impairment in the unamortized goodwill is written off against income 
in the year in which it occurs. 


Revenue recognition 
The Company performs primarily short-to-medium distance hauls. Revenue is recognized when the freight is delivered. 


Pension costs and obligations 

The pension obligations of the defined benefit pension plans are actuarially determined using the projected benefit method prorated on years 
of service and management’s best estimate of expected plan investment performance, salary escalation and retirement ages of employees. Pension 
obligations are discounted based on current market interest rates and plan assets are valued at fair value. Current service costs are expensed 
during the year in which they occur. Past service costs from plan amendments are amortized on a straight-line basis over the average remaining 
service period of employees active at the date of amendment. The excess of the net actuarial gain (loss) over 10% of the greater of the benefit 
obligation and the fair value of plan assets is amortized over the average remaining service period of active employees. 


Foreign currency translation 

Monetary assets and liabilities in foreign currency of Canadian corporations and integrated foreign operations are translated at the exchange rate 
in effect at the balance sheet date whereas other assets and liabilities are translated at the rate in effect on the transaction date. Income and 
expense items in foreign currency are translated at the average rate in effect during the year, with the exception of depreciation which is translated 
at the historical rate. Gains and losses are included in income for the year. 

Derivative financial instruments 


The Company uses foreign exchange forward contracts and foreign exchange collars to hedge against currency exchange rate variations related 
to net cash inflows denominated in U.S. dollars. The gains or losses on contracts designated as hedges are recorded in income when the related 


hedging transactions are realized. 


Stock option plans 
The Company has two stock option plans, which are described in note 9. No compensation expense is recognized for these plans when stock 


options are issued to employees. Any consideration paid by employees on the exercise of stock options is credited to share capital. 
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The Company has also entered into foreign exchange collars for the sale of U.S. dollars in exchange for Canadian dollars that expire in April 
2002. The contracts establish both a floor price and a ceiling price at which the Company can sell U.S. dollars in the future. As at April 28, 2001, 
the notional amount of these contracts is C$11,000,000 and the exchange rate is between C$1.53 and C$1.597. 


The fair value of the foreign exchange contracts generally reflects the estimated amounts the Company would receive from settlements 
of favorable contracts or which it would be required to pay to cancel unfavorable contracts at the balance sheet date. As at April 28, 2001, 
the fair market value of foreign exchange contracts approximates their carrying value. 


Fair value 

Due to the short-term nature of these instruments, the carrying amount of accounts receivable, bank advances, accounts payable and accrued 
liabilities is equivalent to their fair value. The fair value of long-term debt is determined based on the net present value of contractual future 
payments of principal discounted at current market rates of interest for debt instruments with similar conditions and terms. The carrying 
amount of the long-term debt approximates, in all material respects, its fair value. 


Credit risk 

The Company sells services to clients primarily in Canada and the United States. The concentration of credit risk to which the Company 
is exposed is limited due to the significant number of customers that make up the Company’s client base and their distribution across different 
geographic areas. As at April 28, 2001 and April 29, 2000, no client accounted for more than 10% of total accounts receivable. 


COMMITMENTS : 

The Company has entered into operating leases expiring on various dates until 2006 which call for rental payments of $54,059,000 with 
respect to rolling stock, computer equipment, machinery and premises. Minimum lease payments for the next five years are $19,179,000 
in 2002, $15,905,000 in 2003, $12,067,000 in 2004, $5,626,000 in 2005 and $1,282,000 in 2006. 


SEGMENTED INFORMATION 

The Company operates within the trucking and logistics industry in Canada and the U.S. in the following four reportable segments: 
transportation of merchandise in Less than Truck Load [“L.T.L.”], transportation of merchandise in Truck Load [“T.L.”], specialized 
transportation, as well as logistics and storage services. Revenues for each of these segments are as follows: 


2001 2000 
$ $ 

Revenues 
Transportation of merchandise in Less than Truck Load 223,474 139,389 
Specialized transportation 98,045 45,754 
Transportation of merchandise in Truck Load 97,758 80,899 
Logistics and storage services 30,736 12,120 
450,013 278,162 


eee ae mae encom ain eco eterna mane reremonec eee etter er reree eT 
The accounting policies of the various segments are the same as those described in the summary of significant accounting policies. 


The Company measures the performance of each segment by relying on revenues by segment and through the use of key operational 
performance indicators. 


The principal assets of the Company are used in the current operations of the four above mentioned segments. For this reason, segmented 
asset information is not presented. j 


The Company’s operating revenues by geographic segment are as follows: 


2001 2000 
$ $ 

Revenues 
Canada 271,324 182,497 
United States 178,689 95,665 
450,013 278,162 


penned a Saeco nace raat Gee SUN eee ee eee 
Revenues allocated to the United States include the trans-border revenues between Canada and the United States. 


Fixed assets and goodwill balances are mostly located in Canada. 
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